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Federal “Insurance: 


How It Grows 


It May Soon Far Surpass Dollar Amounts Underwritten by 


Private Life Insurance Concerns. 


ITHOUT going through the motions of socializing the nation’s private insurance business, 
but merely by dint of continuously enlarging and enlarging, the Federal government, under 
its various “insurance” programs, is now virtually running neck-and-neck with the industry in 


the total amount of life insurance in force. 
By the end of this year (1952), the amount 
“underwritten” by Uncle Sam may well pass 
the dollar amounts underwritten by all the 
private life insurance companies in the 
country. 

Thus, a nation with only 6% or 7% of the world’s 
population — which has heretofore prided itself on 
carrying through its private companies nearly three- 
fourths of the world’s private insurance (death bene- 
fit only), may see the “title” pass. Not to another 
nation (most are far less insurance-conscious than 
the U.S.) but to the Federal government itself. 

For many years now, new program after new 
program has been instituted; benefits upped with 
little relation to payments; and a nation, once proud 
of its people’s ability to stand on their own re- 
sources, has become more and more “security 
conscious.” 

The most recent estimates for the end of 1950 
show that government “insurance” in force totaled 
$252 billion—as against only $244 billion of 
privately-written insurance in force. And, (unless 
private insurance concerns spurt more rapidly in 
the next year) life insurance in force under various 
governmental agencies is likely to run as high as 
$325 billion by the end of 1952—as against a 
possible $296 billion in force under private in- 
surance policies. 

There are four Federal agencies involved in the 
insurance picture today: The Old Age and Sur- 
vivors’ Insurance Bureau of the Social Security 
Administration; the Veterans’ Administration; the 
Civil Service Commission’s Retirement System; and 
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the Railroad Retirement Board. The four deal 
respectively with workers, military servicemen, civil 
servants, and railroad workers. And all of them 
seem to have moved from a primary interest in 
pensions to a supplementary, or substitute interest 
in “survivors” benefits. 


The private insurance companies are divided into 
several separate entities, i.e., the old-line life insur- 
ance concerns (subdivided into “ordinary,” 
“group,” and “industrial,” subsections); the fra- 
ternal insurance societies; the assessment associa- 
tions; and the savings-bank life insurance concerns. 
All of these, no matter what their set-up, are cost- 
conscious. They are supervised by state departments 
of insurance, and have been logically developed in 
the interest of the contingent presumptive needs of 
American citizens and their families. 


May Be a Warning 


From these recently available figures, as one 
expert put it the other day, it would appear that 
“Socialization of (private) insurance is not only 
under way, but is already well advanced and is pro- 
gressing at an alarming rate.” He added that a 
vast portion of this Federal insurance in force had 
come into being under the “socialistic philosophy” 
of the present administration. 

More ominous, this pre-empting of insurance 
activities by the Federal government may well be 
a significant guidepost to a wider, more insidious 
move on a world-wide basis in the opinion of Wil- 


liam L. McGrath, an adviser to the Employer Dele- 
l 
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gate of the United States delegation to the Inter- 
national Labor Organization. As he sees it in a 
recent report: 


“Ridiculous, impossible, to socialize insurance? 

“Not so impossible as you think. 

“Many ‘strange ideas’ have had their birth in 
the ILO — ideas that are now incorporated in the 
laws of many countries, and have definitely left 
their impact upon legislation here in the United 
States. 

“J am more and more convinced every year that 
the ILO is being twisted from its original purpose. 
Its initial objective was to endeavor to raise living 
standards of employees all over the world. . . . But 
now this seems to be secondary. Its main purpose 


vided that a member ‘whose economy and medical 
facilities are insufficiently developed’ might ratify 
this ‘Convention’ (agree to putting it in the nation’s 
statutes) although it would continue to have 
standards of social security substantially lower than 
the minimums prescribed. 


“The U.S., incidentally, could not meet the 
‘minimum standards,’ as for example, we do not 
have a compulsory governmental system of matern- 
ity benefits, free doctors, etc., etc. 


“Now to Socialist countries, this proposal, as a 
whole, may not have appeared radical in the least. 
Most of its features are already in operation in 
England, for example. But the framers of the docu- 
ment tucked away in inconspicuous paragraphs a 


Summaries by W. RULON WILLIAMSON and by WILLIAM L. McGRATH are the basis for this 
Review article. Mr. Williamson, a consulting actuary for more than 30 years, was a consultant to the 


U.S. Social Security Board from 1936 to 1947. Mr. McGrath, President of the Williamson Heater Com- 
pany, Cincinnati, Ohio, served as Adviser to C. P. McCormick, Employer Delegate on the U.S. Delegation 
to the International Labor Organization last year. 





today seems to be to try to give Government more 
control and more power; to enable Government to 
have greater regulation over the lives of citizens; to 
make more people directly dependent upon Govern- 
ment, giving up their freedoms in return for fancied 
security. 

“The proposal to socialize insurance was buried 
in what is, in the ILO, termed a ‘Convention’ en- 
titled: ‘Objectives and Minimum Standaras of 
Social Security.’ 


Could Change the World's System 


“This was a draft of an international law, sup- 
posedly to be passed by all member countries, under 
which Government would provide all citizens, resi- 
dent or not, and employed or not, with social 
security; embracing medical benefits, sickness al- 
lowances, unemployment allowances, old age pen- 
sions, invalidity pensions, survivors’ pensions, ma- 
ternity allowance, employment injury allowances, 
and extra income for each additional child in the 
family. 

“Nothing was said as to where the money would 
come from. The ‘Convention’ was, to many govern- 
ments, a blueprint for giving away money they 
didn’t have and couldn’t get. 

“But to solve this dilemma, a strange device was 
invented, termed ‘temporary exceptions.’ This pro- 
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few sentences which, if ever put into effect, would 
completely change the world’s insurance system. 

“After specifying that life insurance should be 
paid by Government, the ‘Convention’ states among 
other things: 

““*A voluntary insurance scheme, supervised and 
subsidized by the public authorities, to be regarded 
as equivalent to a compulsory insurance scheme for 
the purposes of ratification on the following con- 
ditions: 

“*With respect to an insurance scheme, member- 
ship of which is voluntary, the insured persons not 
to contribute in the aggregate more than three- 
quarters of the expected cost of the benefits and 
administration of the scheme.’ 

“In short, insurance should be compulsory and 
subsidized by Government; no insurance would be 
allowed unless government paid at least one-fourth 
of the cost of the premiums. 

“As A. D. Marshall of the General Electric Com- 
pany, member of the U.S. Delegation put it: “In this 
document an attempt is made to establish one main 
principle, which is that no system of social security 
nor method of insurance against the hazards of 
life can meet international standards unless it is 
compulsory, or subsidized and its solvency guar- 
anteed by the government.’ 

“Added Mr. Marshall: ‘An important delegate to 
the Social Security Committee siated quite frankly 
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that the establishment of the principle of govern- 
ment subsidy and control was a major objective of 
the proposed Convention. He said it did not provide 
for the immediate destruction of the voluntary 
insurance system, but would prevent its further 
extension. He was referring to the system which we 
have in the United States.’” 


The validity of Mr. McGrath’s observation of 
“things to come” is amply illustrated by figures 
compiled from available Federal reports and hear- 
ings and from fact books issued by the private life 
insurance industry. Lumping the various Federally- 
sponsored insurance plans we come up with the 
following estimates as to “life insurance in force”: 


Agency End of 1950 End of 1952 
(Billions) (Billions) 
1. Old Age and Survivors’ 


Insurance .................... $190 $250 
2. Veterans’ Administration.. 47 60 
3. Civil Service Commission 10 10 
4. Railroad Retirement ........ 5 5 
Sum of the Four.......... $252 $325 


The other side of the coin, private life insurance 
estimated to be in force at both year-ends: 


Carrier End of 1950 End of 1952 
(Billions) (Billions) 
1. Old-line life insurance 


companies: 

fn eeieeratee et $149.8 $170 
I edi sideenpncscnteoen 50.9 75 
Industrial .................... 33.3 40 
Sub-total: ............ 234.0 285 
2. Fraternal Organizations... 8.8 9 
3. Assessment Organizations.. 6 1 

4. Savings Bank Life Insur- 
CD ci cites Seabed 6 1 
Sum of the Four $244.0 $296 


It must be understood that the estimate for the 
end of 1952 continues the recent growth of private 
insurance, without recognition that the lead of the 
Federal contender for the title might make them 
panicky or spur them to an “all out” effort. 

The dangers of this situation — coupled with the 
attempt to “import” socialized plans from Geneva 
—and an all-too-apparent ready acceptance of the 
“security” idea, are too plain today to be lightly 
brushed aside. 

Not too long ago in an article dealing with Old 
Age and Survivors’ insurance, it was “shown” how 
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a mere payment of $9 into the OASI by people near 
retirement age could get the contributor $3,700 — 
or one of $81 result in $20,000. Without showing 
the cost, the article intimated that payment of as 
much as $40,000 after the death of an employee is 
also possible under the adjusted Act of 1950. 

The article expressed no concern over such a 
system, nor did it rationalize this Mississippi Bubble. 
Significantly, it concluded with the comment that 
“Social Security helps them who help themselves. 
You’ve got to take the trouble to know your rights 
and protect your benefits. And apply for your 
money.” 


Posterity Will Pay — And Pay 


But who does pay for it? Who helps balance the 
books? Well, in England, the old age benefit is less 
than $20 a month — but the rest of the system of 
nearly free benefits has become a millstone around 
the neck of a country that has lost many a freedom. 
History records that twice Germany threw social 
security funds into a world conflict and lost. Per- 
haps “security” not “religion” had become the 
“opiate of the people.” Perhaps, it might be said, 
Germany, losing World War I, sold the poverty to 
the victorious allies through the ILO. 

In this country, the man who saves his own 
$40,000 for his old age, finds it buys less than half 
what he had expected when he started to save. And 
he should recognize that the arithmetic of Social 
Security will mean more inflation still, for when a 
man gets his “bargain” he must expect that it is 
posterity that will pay — and pay — and pay. 

These “benefits” are capricious, discriminatory, 
misleading. They are not guaranteed, but are sub- 
ject to change — by law. In the loss of a simple 
sense of arithmetic, in the loss of the feeling of 
personal responsibility, in the loss of balanced 
analysis, in the reduction of thrift, clean-cut ideas 
and ideals, in manhandling ideas and learning little 
from the precedents of other nations, we are not 
“richer than we think” but we are infinitely poorer 
than we are supposed to think ourselves. 

We could drop this Old Man of the Sea, and each 
go back to pulling his own weight. Then we would 
be richer in backbone. If we can visualize and 
recognize the dangers to our liberties in this “vic- 
tory” of Federally-written insurance over privately- 
written insurance —we can avoid going further 
down the road that has led many a nation to ruin 
and oblivion. 





